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Discussion and Apalvsis

While all caps on ron-economic damages reduce losses, the impact diminishes as the size of

the cap increases. A cap of $250,000 eliminates approximately 28% of unlimited lasses, a
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This mability 1o quantify indirect effecis of non-economic damage caps based on closed claims

data suggests that an additional approach 13 also needed. Therefore, Pinnacie h mpiled

- ~ v oot R PN T gy OIS vebeare Jeoo s A afFarmom o
-e three important measures of the health of an insurance market: loss and defense and

the 1oss and DOC rmatie and adds

4 L A R
28 0 V}@uﬂ“‘u}?““ When these

1 £ ooy R | P S ks T
n they are collecting 1n premiu

o coverage., Note that this metric does net

R AT I et <1y H
[ SRS 5,2137“-1.33“\ are ol

States that have predominantly operated over the last decade with either low {8250K) or

medium ($250K-5550K) caps on non-cconomic damages overail have more competitive

insurance markets as measured by the number of insurance companies providing coverage

PINNACLE ACTUARIAL RESCURCES, INC.



in the state. Ap important measur
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IS S i ROV SO FTLILIY
e Herfindahl-Hirschman Index {HHI).

N o . o e
cet shares of the finms compeling ina

market. The HHI can range from a minimum of close to 0 1o a ma aximum of 10,606, The US,

ey

Department of lustice considers a result of less than 1.000 to be a competitive marketplace, a

result cf LOG0 - 1800 w0 be a

statufory msurance companis
o P . p T LT
siructure ang DL\?(}uug O Im

P farad e TITTTT U T e 1o olrepietitr fame
in total premium volume, is shehtly less

States that have predominantly operated over the last decade with either low {S250K) or
medium ($250K-$330K) caps on non-economic damages overall have medical malpractice

insurance premiums that are much lower than the premiums in states that do not have
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Various Caps on Non-Economic Damages
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Exinbit 2. Rate and Loss Experience by Predominant State Damage Cap

1&
PINNACLE ACTUARIAL RESOURCES, INCL
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Wisconsin Hospital Association/Wisconsin Medical Society
lLoss Ratios

industry Experience by State Predominant Damage Cap

2004 5Yr Average
Category toss Retio Loss Ratio
Wisconsin 58.32% 52.53%
Cap B8 51% 82.75%
wim Cap TR.14% 91 32%
1 Cap g1.50% 108.68%
ap g0 54% 1V7.T2%
Pramium 87.40% 110.82%
‘J\fe»gh?_eu Average
140% e N
L
=
x
i
i
&
Source
Pradomi
Smzll Cap - CACO, KS. MT, UT
Medium Cap - ARG HEL DL IN, MAL ML ND, OK, 30, Wi
High Cag - MDD, MO, NM, VA
No Cap - AL, AZ AR, CT, DE, DC, FL, GA A L, KY, LA, ME, MN, MS, NE, NH, NV, NJ,

CUOTN TXOVT WA WY WY

(J)

NY. NG, OH, OR, PA, R,



Wisconsin Hospital Association/Wisconsin Medical Society
Combined Ratlos

indusiry Experience by Stzate Predominant Damage Cap

2004 SV Average

Caiegory Comb. Rate  Comb. Ratio
Wisconsin 33.8%% 108.868%
Small Cap 88.92% 17.80%
Redium Cap 100.34% 1271.93%
High Cap 112.88% 135.84%
No Cap T00.84% 140.775%
Prefmium 106.90% 135.04%

Weightad Average

B i mremermeem e et

ombined Ratio

c

Smail Cap -
fedium C -
High Cap -

No Cap -

)

e AM Besis' zfmg egates and Averages

CACO, K8, M1, UT
AR, HIL D IN, MA, ML KD
MO, MO, NM, VA

Al A7 AR CT, DE, DC

NY, NC, OH, OR. PA. RIL

O
>~
42]
&
=

Fl, GA A K
SCOTN.TX VT,

\\;‘

LA

f

ME, -fvf?\i M3, NE,

WY, WY

N, NV, N,



Wisconsin Hospital Asscciation/Wisconsin Medical Society
Market Concentration by State by Year

Comparison by Damage Cap

Category i
Wisconsin 1,

[RC I N

Ll

5o

AR HIL D,
D MG, NM, Y

CFLo GAVIALIL, KYL LA KE, MN, MEKNE, NR, Ny
NY, NG OH, DR, PA, RL 8C, TN, T, VT, WA, WV, WY

PINNACLE ACTUARIAL RESGURCES, INC.
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Wisconsin Hospital Association/Wisconsin Medical Society
internat Medicine Rates and Rate Levels

Comparison by Damage Cap

m

2004 Average § vear
Category Rate =ate Change
Wisconsin 5973 4. 85%
Small Cap 13.834 11.17%
Medium Cap 11.815 5.98%
High Cap 15.2G2 13.41%
No Cap 15514 18.24%
Fhysiclan Weighted 16,587 15.78%
Average
20,000 - - e 20%
18, 8%
16 16%
3
g ta000 -+ S 4%
o . s
= 1z 12%
=2
a6, 10%
5 .
= & &%
g s 5%
=
4 4%
2. - 2%
Source: An
Small Cap - CALID. K8 MT.UT
Medium Cap - AR, GO, HELIN, LA, MA, ME MS, ND, OK, 8D, Wi
High Cap - MD, MO, NM, VA
No Cap - ALAZ AR CT, DE, DC,FL, GA AL L, KY, LA, ME, MN, MS, NE, NH. NV, NJ,
NY, NC, OH CGR, PA R SC TN, TX, VT, WA, WV, WY
PINNACLE ACTUARIAL RESOURCES, INC



Exnibi 8

Wisconsin Hospital Association/Wisconsin Medical Society
General Surgery Rates and Rate Levels

Comparison by Damage Cap

2004 Average € year

Category Rata Rais Change

Wisconsin 21.504 4. 44%,

Small Cap 47 862 11.33%

Medium Cap 41,818 B.13%

High Cap 49,445 16.45%

No Cap 64,974 185.21%

Phvsician Weighted 58,470 15.81%

Avarage
70,000 - — e e n e 2%
P 5%
DU UL = )

General Surgoery Rates

Small Cap -
Medium Cap -

High Cap -
No Cap -

. Analysis of Medical Liability Monitor

CA D, K5, MT, UT

AR, CO, HE IN, LA MA, ML MS, ND, GK, 8D, Wi

MD, MO, NM, VA
AL, AZ AR, CT, DE, DO, FL, GAL
NY, NC, OM, OR, PA, RLL 8C, TN,

I

AL KY, LA ME, MNUME, NE, NH, NV, NJ,

XV, WA WVWY

PINNACLE ACTUARIAL RESOURCES, INC.




Exhibiz 7

Wisconsin Hospital Association/Wisconsin Medical Society
OB/ GYN Rates and Rate Levels

Comparison by Damage Cap

Category aie Chenge

Wisconsin 4.81%
7.58%
8.5

General Surgery Rates

PINNACLE ACTUARITAL RESOURCES, INC.



